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obe.~-The folloving: report 19 Laced on canversations with M. ldelard LEGELHAUSIH,
partner in (arl Moenbza: & Co., Braan, the lurgest coel irporting fim in
the cousular distrdch, and an official in the Cffice of the Serator for
Economics, Dreusen, and o pross confomerce sAven in Drecen by Mr. Hellrath
HULMBICK, ¢ress Chiof of | Lberpdianoverband Dulwhersbon (fala Coul Iinors!
Asmociotion), isoal. '

SUME ALY

In the tug-of=wnr Letween the ool iporters, wio vhgd to lose g ube
gtantial portion of their business, wd the coal mindryr industry, which
denonds o drostic eartailient of npoits, it gopears the Inttor has won
out, at least wo far as irports durding 195¢ are coneemod,

Importors are concorned particularly ovor the low duby-free quotas
provided in the bill the Federal Covernment las now decdded to introduce
with a view to linditing coal Zmports from non~-EGSC sountries,

Irporters stated the Loonmiies cimistry had previcusly sugpested a
duty-free cuota of § to 5.5 nillion tons for U.S5. coal, bt thot the
Foderal Cabinct had decided upon & more drastic reduction in view of the
implications of the proble: in Gorman intomual poidtdes. e four coastal
Loender, i.e, Drven, Haebnreg, Schileswip~llolstain, and Lover Sazmry wil)
srobobly sk for Lipher duby-fres cuotas uhen the tgbter i subndtted to

tle % *rldesrggt_‘._* o

Importers who hud in land velid iport licensos tobaling % million
tons of U.S5. coal, under which they intended to izport about 17 million
during 1959, protested against the proposed restrictions, pointing to the
inerease in the ooot of prinary energy to West Germun industries consecuent
to a restriction of itports, They feal that the Coud~O0il Cartel agresment ,
wideh has been applicd lor, does not wrelude vhe pooaildlity that g
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‘consddersble part of ‘tho reduced cosl lmports i1} bo nbde wp by higher ime
 ports of fel oil vhich will not Le rubject to frport &ty :
Irportere foel that there my still be somo chance for reaching &
sonpromise. more favorsbleo to UsS. cocl prior to the declslon of I
snd Bindosrat, porticularly if the United Statea, o# well po the Lg
ine its influenice to bear in thot respeck. - o

© - Mr. Legeshausen ctated that imsort licanuss for sbout 3% million tons
of Us8. 0oal had bosn vecortified by the "BUROSIRLK r, Toson, a8 a rosult of
ite exosdnation of contracts last Uctobxr, Of thoue, contracts for about
" 5 million tons huve boon cenceled meanuhile by negotiation betwoen the parties
involved, Out of the romuiming Jicenvew for about 34 miilion tons, sbout -
37 million tons refer to ilsensces undcr which drporterso had declared thely
intontion to nake drports during calendin yoar 195%. Hosmvoers freignt
contracts huave oo far been entcred into for only apput 8 million tons. In
a rucent nmeecting ad the Federal Moonandes idodotry, shich the Irporter ,
porsonully sttended, it wao eotimated thut out of the lattep, about 2 ndllion
tonswire destined fop Southom Germawy and gboub &t million tons for the
Germnan coustal ayes. _

Prevs Chief Helmbodk, of the Rubr inces' Assoclgtion, stated that,
according to information obtained by the three repracertotives of the Enhr
mines, Helmath BURCKIARDE, leinsg r. ZEMCRR, and ¥, ROUSSELL, during thelr
recant visit to the United Statec, the sontracts vhlch had been concluded
with American mines amounted to only about 18 midlion tone of coal to be
delivered during o poxiod of three years, Licassos in oxceons of that
quantity are considored by the Bulw coal mining indnstry as "Sghaws" {£oar:)
or, according to amorican nomenclature, as "rarting lioonees®” under which
irport.rs are hunting for mow contracts with German CONBUDErs.

e, Legenhousen doultod the relinbility of the infomation which the
piners' represatatives had allegodly obtained during thelr regent, et
%o the Uuited {tatos. Tho industr- had nentioned a fignre of vetweon 15
and 18 million tons of codl ao comtracted fy Amoricon rdnes already bofore
the delogation left for the United ‘tates, acgording to information

Approved For Release 2000/06/13 : CIA-RDP78-01634R000100140035-8

*"’ N : o
p—




Approved For Release 2000/06/13 : CIA-RDP78-01634R000100l14$35-8

Page 3 of S —
Dﬁ&}a [ine 'n- ) .
From Bremen

rocolived by his fim £t one of its American exportors, who attended the
mocting with the reprosentatives of the Iuhr mines, no such figure had been
supplicd ty the Americans. In addition, the aAmorissn rpresentatives at
thaot meeting reportedly statod that any restriction of imports by Government
action was conaddered as objectionable and night Jead to retaliatory action.
Ir. Leganhousen was under the irprocsion that tho uhy cosl representabivos
had more or less represented thelr om views as thooo of the Ameriecans,

According to Preps Chiof Helrmbock, the industry's representatives re-
ported that the Amorlcans are not concemed over ecal eports in sxcess of
the 18 nillion tons contracted by the mines for delivery during a period
of throe yoars, althoupgh they would resent any discrinination against
amerlcan coal, &g opposcd to obther non-ECSC ooal Irpords, as a result of
weasures whdch the West Gorman Goverument ray tale in order to lirmdt overall
imports,.  According to tho industry's intentions, the contmacts
concluded with the Anorican rines are not to be change Uith repard to
the Fedoral Goverrment'’s decision to introdune o dky on irported ooal,
he intimated the problan involves also lem:l cougidorations, as thero ndgcht
be & pospdbility of claimo for losses wlich rdoht bo rade appdnst the
Covernment by Ztporters or sonsumers wo hovo oontrncts thoy entored into
under licenses which were valid under the regudotions in force when the
contracts were concluded, S

Mr. Helrbeck statod thab, after “he axclusion of the larger part of
the existing lfoences, tho Coal~0il Cartel whilch has bom gpplied for
rocently %’/ would alininate an immderate growth in the uce of fuel oil,
although definite agrecimt on the price liste to bo effoctive for the
aalao of hoavy fuel oil in Wost Geruay had not yet been reached. .

ile pointed to the political irplications of the present plipht in the
coal mining industry uhich nade it dperative to find g solution which
would be effective irmedatoly, As to the probalile long-tern developrionts
in the demgnd for prirury anorgy in Lost Geruanyy, opiniocns differ, Howevor,
if the conl Industry bid to scale don its prodaction hy about =15 millio
tons & year, it would mban the dlerisssl of about 100,000 miners,

.

1959, entitled "iuplicstion for Coals
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My, ﬁelmbeck, upon quaﬁtiom hy some of tho z}ersom who atteuded the -
sonference, stated that undor the BECSC Treaty, West Gomany is placed in an
mikward position. While it is forved to exsort dofinite qummtitics of coal
to desimated cowririon « g clanoe which stamed Do the tinmes of coal
shorbare in Barope - llouh Gormany is not entitled to rogquire these countrics
to take delivory of tho quantities octablished undor tlo Tresty. As an
anarple, he nmr&ienaﬂ thut Italy has turned to mmaan aoal slmost. cmplotely.

Coal izzworbem, 1o are now uniied in a top orpardsation named "Wereln
Deut.ocher Kohlenimporteure®, with headguarters in larinrg, heve protested
againat the introduction of eithor a oustoms duty on ooal, or a quota syotem.

M, Legenhousen statod that the pending llcensos for about 9 million tens
of coal, for uvhich freight coutructy huve not yet boen coneluded, but under
which importors intended to Import coal during 1959, represent valid licensos
which should neithor bo withdrawm, nor rostricted in &y way. Ameriecan goul
‘currently is about DI 2025 per tou cheaver than Ihw coal, aud the Vest
Cervan industry needs primary eneryy at the lowsst possible cost in order to
remaln competitive. If eoal importo are rectrictod, it will mean that the
price of electricity uﬂl have t0 be ralsed,

He also stated that thore is no "oscspe clause® in the contract of
Importors with amorican eporters vhich wuld pomidt ther to request a
pancelation of contyucts in viow of unforesecn Uovermmont veasurcs, it the
tine of conclusion of these contracte, Covernment gpprovel woo riven under

the regulations then in force. _ .

¥ore Mmrbanmy, ho felt that if coul mﬂs si’mﬁd now ve restricted s
Imported fuel oil would take their place to a cansid ) The Coulw
011 Cartel which has been guplied for, tuat which h&m mt ,fct core into effoct,
would find only the domestic producers of heavy fual oil, although importcre
of fuel oll have beon invited to Jjoin the agreenmt, thore is no sssurance
that all of thux will do 0. In addition, the cartol apvecment doos not
prevent. other fimms fron antoring lnto the fucl oil frport trude. Calculaiod
on the baols of thermal units, fuel oil can be Ziported oven today at a

lowor price thun thet for domestic coal, Murthumove, prdces for Amported
fuel oil may drop in the future. The lst-pricos 4o bo ostablished under

the intended Coal~0il Cartel are baced on the "wrld rariet price” for

heavy fuel oll,vhich is the price of thc fuel oil f.0.b, port of shipment
plus the gyorare freight wete under all contracts, Howovoer,. since current
frelght rates are considerably below the average, irports of el oil are
pooaible at & lower than the "world parket prico™ st pregont, In Mr, Legon-
hauaen's opinion, the restriction of ooal Liports, with ro restriction on
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ol oil inports, w1l ultirntely load to a situstion wtore coal in genoral,
i,0. donecotic and drported, will loce a furthor dhore in tho ovorall test
German consumption of fucl for orisay enerpy.

ir. Lepeohousen is of the opdnion that thoe poliay of the coul mining
industry is shortesighted. The Cartel a weamcnt ic intanded to be in force
until Decembur 31, 1960, as fur as price~fidng or heovy fucl oil is
concerned. after that time, the coud rinimn: imustyy will again be faced
wivh the necessity of capating with fuel ail, whdch Is a rosidusl product
of crude oll refining, and will be produced in growing ¢pantdties, in
accordancce with the inercace in moteorizasion. In o opirdon, the remedy

of the present situation is in closing down uncconodc shafts, rationsllzoe

tion of the othurs, and g reduction of the darmotic eoal price,

‘Sinece this, adnittedly, is o procesn requiring consldorable tine, tho
Importing trade has beeu willing to stretoh out Gellvery tems under existing
contracty as ruch as possihle, Thie, however. should bo & result of esoncertod
action in which the importers have a part, So for, to cool mining industry
has by-passed irportors and applied for Covernmert roasuires directly,
ir, Legenhausen stated thot importors have already mnde o contribution by
cancoling Lrport conbructs thwough nopotiation with exportors, He ectinated
that of all the pending contracts of his firm, over 10% had been cancoled
since Septerber 1958,

He conoiders the propooed measures & dlserindmtion ageinst coal,
because el oil will not be subjoct to an Import @by, I stated that
tho first reaction of a large encrpy plant serviced by hic firm was that
it will substitute fuc) oil for about 30-40% of its ol requirements,

o informgtion is availuble abt the present whether tho Muhe zdning
industry will make any funto available in the Ature for the eancelation
of exlsting contracts, as it has in the past, If this is not dono, nany
consurirs who have contracted for U.u, ool will howe o pay the duty,
This, in turn, will cance a substantisl ineresso in She oost of primary
snorgy in West Gemmany, :

then e, Lepenhnuoon wae asked uhether he boliaved that even unier
procent nerkoting conditions in West Gormuny it would boe possible to fully
utilize the pending lisenses for 17 nillion tens (8 mddlon tons for wvhich
freight contructs have already been concluded, aryl an additional 9 million
for which they have not yot been concluded), ho ropliod that this would be
the case;, if thore irers no Govenument intepference, oithor direct or indirect,

%, o LT T 'am&k
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o statod, however, that at the presont time tho Governnont is ewerting

sn exstensive indircet influence arpinst tie conclusion of nar contracts

for Armorican coal. Tho Foderal hailmads bave been instructed not to
conclude any new contracto, and ctrong influence 15 being exerted on both
public utilities componlos which depend an the Fedorpl Government, and
those vhich depend on Manicipalities. le believed thot this pressure would
prevait the sale of betwoan 5 gnd 6 million tono. lo estinated, however,
that ot leact 3 million tono of the ¢ :¥lliou tons, for widch frelight
contracts hove not yot been concluded, would be sold In 1959, if their
import were permittod.

. Whilo the Federsl Hinistry of Eoonorics has boen oonsidering the intro-
duction of customs duby or & quota gystam without the goplication of auty,
as o noaus to restrick conl imports, the Federel Cabinot has now docided

to introduge o bill which will roguire the approval of tho o and

tho Dundesyat, providing for the imposition, ifron Febpumy 16, £
duty of DI 20.00 por ton, from uhich certain ameunts will be exerpted.
Yhe following cxexptions have been proposed for irports during calendar
year 1959 "

Uo8. coal “14500,000 tonn

British oocl 0,000 v

Polich coul 20,000 ©

Russian, Iiamgim & other coud 143,000 *
Totals J252:000 topg

Accordiug to tho Office of the Sanator (Minmistor) for Ieonoudc Affaire,
Land Bremen, a finsl declcion hus not bem reschod rogarding these exerptlono.
The ministries of tho ooastal Lsender will probubly damand ldgher exesptions
when the subject comes bofore the Duidescpt. Tiw Loonomics idnistries of
the coastal ]  had raicoed protests againot tho pestriction of coal ine
ports at an earlier otape. In a lettur o Fgdoral lfnictor Erhard dated
Docesbor 9, 1958, the Bremen Semnator for Ecovnorfics had pointed to the loss
for the goncral econory of Brecen woich would follow o substantial
reduction of coul imporis. - pointed to the expensos tho import trade
hos incurred in bullding w o cteady trade in U.d, coslj the investments
in port facilities, and iu ships for coal trensport, and the increased cost
of primary enerpy to industry in tlx Lewd, Hualurg, Soiloewdpeiiolsteln,aend
Lower Saxpny lavo talen sinmilar stope,

The Land Brenon spokesun estireted the actual deond of thoe four
coastal Laender for inport coal amounts to about 6,7 ndllion tons annually,
out of which 5=5.5 rillion tons would be for Imorts fron € oo United Stebes,
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iir. Legonhausen felt, the decision reachsd recantly in a cabinet
‘meeting indleated that Chancellor adengucr had won out ovor Mndster
Irhargd vhio had advocated a higher cuote for U.Ss conls Adcnauner wanted
a Grootic reduction in ordor to take wind cut of the salle of the trade
unions which had ealled o cosl minors’ oass meeting on Jauary 25 in
Bochinzs, to protost apninct the exigtiug situation and to baclk, awong
' othor denods of the trade unions, “ho domand for a droctic gurtailment
of cool imports. :

Mr. lLegenhwmsen feels there iv still sose Dope that the duty-free
sxeptions night be revised uwward sonewhat during the fortheoming
deliberations, especislly if the snoricans, as woll as the four coaatal
Lagnder, will bring strong preccure to bear in thot respect.

CONCLUSIONS:

In the tug-of=wnr botween coal iliporters and tho Bubr cosl mining
industry regarding drports of coul, the latter has been In the stronger
position on account of the irplicatione of the problon iu internal politics,

‘‘he effcctivencsa of the intonded Coal-011 gorteol aproament nay be
dafeated to o conoidornble extent by increased irporte of fuel oil.

iThere otill seoio 40 Do some diance that s exrproniss, wiich would be
more fovorable to U.S. conl irports, might be vorlied cut bofore the measures
proposed by the Federol Cabinot have been gpproved by the Bundectaz and the

A

In view of uneortalnty which still exiots ropording the lonpg-term
dovoloymont of the denand for ocoal, the current ondeavors of the lederal
Government to asalsh the cosl mindng industry refor mainly to 1l:ports
during 1959, while any deciolon regurding the fallowing Jm is to be
held in sbeyanco.

: R 4’&54; o ‘} W"* LWL g&z
*Harricon Lawds
Arerdoen Consul Goneral
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